 PETER C. HARVEY . . . =

‘ATTORNEY- GENERAL OF NEW JERSEY
124 Halsey Street : JUL \ 2 2005
P.Q. Box 45029 - _
: rNewark NJ 07101 . L mumdmdmw
) Attorney for Plalntlffs‘.> ESSEX

- director of Specialized Auto
~Services, 1Inc.

of the Supsrior Court Clerk L
.ga%ﬁ&wNMMHmSwmmcw“g,-w

‘Byii Megan J. Harrls
- Deputy Attorney. Genera
(973) 648 4802

.__________—_______a____;__ ———

PETER C. HARVEY,

S -'SUPERIOR COURT OF NEW JERSEY
Attorney General of New- Jer

CHANCERY DIVISION: GENERAL

and FRANKLIN L. WIDMANN; EQUITY
Chief of the New Jersey ESSEX COUNTY
Bureau of Securltles,-a'

. DOCKET 'NO.

Plaintifss, A
PR (P - .Civil Action

SPECIALIZED AUTOCORE SERVICES
a New Jersey Corporatlon,r" :
A. DEAN BRAZ, 1nd1v1dually,v nd as

an officer, shareholder ‘and/or:

- COMPLAINT

Defendants

o ,Plalntlffs, Peter Harvey,fAttorney'General; of New

County of Essex; State of _Ne? “Jersey,  and Franklln L. ’Widgann,'

£ Securltles (the “Bureau”),‘having.

offices at 153 HalSey‘Stree in the City of Newark, - County  of

Essex, State of Neu Jersey_> llectively "Plaintiffs")) through'




their attorney, Peter C. Harvey; Attorney General of New Jersey,

say: |
STATEMENT OF THE CASE

1. Plalntlffs brlng thls c1v1l action pursuant to New Jersey

Uniform Securltles Law" (1997) (N.J.S.A. 49:3-47 to 76) (the

“Securities Law"), for the'folloWing'Violations:‘(1)'N.J.S.A. 49;3-

60 (sale of unregistered securltles) (2) N.J.S.A. 49:3-56 (a)

(actlng as an unreglstered broker dealer, agent or investment

advrser), (3) N. J S.A. 49: 3 56(h)(employing unregistered agents in

connection with the offer and sale of securities)' (4) N.J. S.A.

49:3-52 (b) (making materlally false and misleading statements, and
omitting facts necessary to make statements made not mlsleadlng in
connection w1th-the‘offer and.sale, or purchasé'of securities); and

(5) N.J. S A. 49:3-52(c) (engaglng 1n an act practlce, or course of

bu31ness which operates as a fraud or deceit upon any person in
connection with the offer, sale or purchase of'Securities).
| 2. On or about-November~12, 2002, the Bureau received a
ccmplaint\regarding Specialized Autoccre‘Services, Inc. (“SAS”)
frcm John Fox (“Fox”). Fox claimed that he and other 1nvestors had
been defrauded of a collective $405, 600 they gave to SAS for ‘the
.purchase of SAS stock in 1999, Rt
3. The Bureau’s investigation of Fox;s complaint revealed
the following: (1) defendants SAS and A. Dean Braz (“Braz”) sold

unregistered, Securities; = (2) defendant - Braz acted as an




dnregistered agent for the offer .and sale of SAS stock; (3)
-defendant SAS,employed‘udregistered agents'to'offer and selIxSAS
stock; (4) defendants'SAS and Braz‘made false and misleadingf
statemeats, and omitted facts necessary to make statements -not
mlsleadlng in connection w1th the offer and: sale of securities; and
(5) defendants SAS  and Braz engaged in acts which operated as a
fraud upon SAS 1nvestors |

4. The Bureau’s injestigation also revealed that defendants
- SAS and Brazvraised appro%imately'$600,600 total from ihvestors;
all of which was depletedvby the end of 2000. Braz clalmed to ‘use
the money for SAS expenditures and SAS-related compensatlon for

'hlmself and Edward Budnlck (“Budnick”), who was a co- founder of

SAS.
PARTIES
_5. ;Plaintiffs bring;this action to enforce the provisions of
,ﬁhe'Securities Law. ' |
6. SAS was incorporared by Braz and Budnick‘ih New Jersey in

1997. At‘various times relevant to‘this Complaint,  SAS had its
pr1nc1pal place of bu51ness at 113 Vorhees Road Lebanon Townshlp,
New Jersey o |

7. | ‘At all relevant tihes, defendant Brailwas a NeﬁLJersey'_

resident,. residing at 113. Vorhees Road, Lebanon Township, New

Jersey.




8. At all relevant times, defendant Braz was an officer,

shareholder and/or directbr-of'SAS.

BACKGROUND FACTS

9. In the mid to-late 1990s, prior to its incorporation in

1997, Braz and co- founder Budnick created SAS as a means to sell

precious metals extracted fronl catalytic converters through a

patented process,

10. - Budnick had a background in chemistry and was a prinCipal

.of Plains Chemical Development (™ Plains Chemical”) in Flemington,‘

New Jersey. He was named as a director of SAS on the Certificate
'of Incorporation, but soon after withdrew from the pOSltlon,

leaVing Braz as the sole director of SAS

11. SAS did not begin operating during the relevant. period
and upon information and belief SAS has yet to begin operations

12. On -or about March 20 1998, SAS filed a securities
registration application with the Bureau for the sale of SAS stock

13. While the application was- pending due to lingering
deflClenCleS, Braz and SAS published an offering circnlar (the
“0C”) dated November 27, 1998 for investors in. SAS stock. o

14. The oC attempted to soliCit investments for the cost of
research materials, and working capital for SAS.

15. "In the OC, Braz and SAS made several false or misleading

statements, and omitted certain material facts related to the

expenditures and operation of SAS.




16. 'Prior to publieation of the OC, SAS entered into more
than one agreement witﬁ“ Plains“ Chemical. "~ Those agreements
obligated SAS to pay subsrantial fees to Plains Chemical for the
development and licensingiof the metal extractiOn“prooeSS‘”

17- SAS ‘and Braz falled ‘to dlsclose the agreements described
in Paragraph 18 of this Complaint in the ocC. -

18. . SAS and Braz failed to-disclose other knowﬁ debts of SAS
in the OC, including: (a) $27 500 due to Braz on a promlssory hote;
{b) $25 OOO due to Budnlck’s entity, Plains Chemlcal “for llcen51ng
-of the metal extraction process, (c) $22,500 due to ap internet
servlce employed by SAS to sell its stock, and (d) $22,500 due on
“various other accounts.”

19. The aforementiohed debts were listed in a proposed
allocatioh of funds'dated November 20, 1998, yet rhey were omitted
'from the OC, which is dated one week later.

20. The OC falsely stated that Braz and the other ‘members: of
SAS’ Board of Directors would forego compensation until the public
offeringrﬁas complete. '

21. The OC failed to dlsclose that Braz and Budnlck who was
_ 1n1t1ally named as a dlrector on the Certlflcate of Incorporatlon,
and as a principal of SAS 1n‘the OC, would receive compensation
frOm_investor fhnds

22. Contrary to the’ representatlon made in the OC, Braz

received $21 000 in compensation from investor funds' before the




offeriag Qas complete, ana before SAS had begun to operate in any -
manner consistent with’ite stated purpose.

23.A Braz also recelved approx1mately $67, OOO in checks made
payable to hlm from SAS’ bu51ness checklng account.

24. Budnick received at least $50;OOO in compensation from
investor funds before the?publicvdffering was compiete. |

25, ~The oC falsely?represented that Braz intended to work
full-time for SAS. Braz.attually devoted a substantial portion (if
' not'the majority) of hlsltlme durlng the relevant perlod to the
business of Braz Management Inc., which was a cempany respon31ble
for the_management of two;residential buildings/complexes in New
Jersey and Pennsylvania. i

26. 'Tae OC falsely r;presented SAS’ location as 222 Purchase
Street, Rye, New York'10§80 whlch is a “Mallboxes, Etc ” store
where SAS pald a fee to recelve mail.

27. The OC falled to: dlsclose to investors that SAS’ business
was actually conducted from Braz’ home in Lebanon Townshlp, New
Jersey. | |

28. ;The OC falsely atated that.the shares in SAS being sold
were freely transferable-Witheut restrictions. When the investors
received their ownership certificates in _2000; however, the

certificates were for restricted shares.




29, ABraz falsely represented to at least nine investors that

honored.

30. Braz ultimateiyjreturned the money of only one inVestor,
in the amount of $22,000.

31. On or about Deoember 1, 1998, while actively sdliciting
investors, SAS 1ssued a 'press release announcrng an exclusive
agreement with Jersey Analytlcal Laboratorles in Andover, New
Jersey. . The press release falsely descrlbed the facility as
“state of ~the- -art.” The referenced fac1llty was actually a small
one-story bulldlng, whlch ‘was approx1mately 50 years old.

32. .Durlng the perlod while the. application was pending, SAS
was also actlvely offerlng stock through at least.two internet web
sites. The lnternet advertisements stated that the securltles were
approved for sale in certain states, including NewWJersey, which
was false. |

33. On May 23, 1999,’Braz caused an advertisement for SAS to
- be printed in the New Yordeimes, which stated.that‘SAS was seeking
broker-dealers and investors foriits initiai publie offering

~34f In addltlon to publlcatlon of the OC, internet marketlng,
and causing the New York Tlmes advertlsement to be prlnted SAS;
employed at least two agents to solicit investors for the sale of

SAS stock during 1998 and 1999, John Fox and Eric Reiner.




35. Reiner and Fox received commission in the form of cash
and/or stock fer sollc1t1ng purchases of SAS stock.

36. The SAS stock belng sold was not reglstered with the
Bureau in- any capac1ty |

37. Nelther Braz, Reiner,.or Fox were registered with thé”
Bureau in any capacity. ) |

38. On September 28, 1999, SAS’ attorney sent a letter to the
Bureau,hinforming that‘;his client would no “longer - pursue
registration. :

39. On October 5, 1999 the Bureau sent a letter to SAS'
1nform1ng that the reglstratlon application was  deemed abandoned
due to SAS' failure to respond to the Bureau’s request for more
informatioh, |

. EIRST COUNT

Defendants Offered and Sold Unreglstered Securities
in Violation of N.J.S.A. 49-3: 60
(Against Defendants SAS and Braz)

40. Plalntlffs repeat the allegatlons set forth in Paragraphs
1 through 39 of thls Complalnt as though set forth fully herein.

41. - The SAS stock was a “securlty” as defined in N.J. S A
49:3-49 (m) . |

42. " SAS failed to register the SAS stock with the Bureau as

required by N.J.S.A. 49:3-60.
43. Defendants'offered and sold the SAS stock, which were

unregistered securities, to, from, and within this State.




44. Each offer and/or sale of an'unregistered security
constitutes a separate violation of N.J.S.A. 49:3-60 and is cause

for the imposition of a civil monetary penalty pursuant to

N.J.S.A. 49:3-70.1.

SECOND COUNT

Defendant Braz Acted as aayﬁuregistered Agent
in Violation of N.J.S.A. 49:3- 56(a)
(Agalnst Defendant Braz)

45., Plaintiffs: repeat the allegatlons set forth ln Paragraphs

1 through 44 of this Complalnt as though set forth fully herein.
| 46. At all relevantztlmes, Braz was_not registered with the
Bureau iniany capacity. | |

47. Defendant Braz_represented SAS_in'effecting or attempting

to effect sales of securities to, from, or within this State in

~violation of N.J.S.A. 49:3-56(a).

48. FEach offer and/or sale constltutes a separate Vlolatlon -~

of N.J.S.A. 49:3-56(a) and is cause for the 1mpos1t10n of a civil

tmonetary penalty pursuant to N.J.S.A. 49:3-70.1.

r

THIRD COUNT
Defendant SAS Emplojed Unregistered Agents
in Violation of N.J.S.A. 49:3-56(h)
(Against Defendant SAS)
49. Plaintiffs repeat the allegations set forth in paragraphs

1 through 48 of this Complaint as though set forth fully herein.

ek e




- 50. Defendant SASg employed unregistered agents or
‘representatives in effeéting‘Or attempting to effect securities
transactions to, from, er within New Jersey in vviolation - of
N.J.S.A. 49:3-56(h). |
= ,51‘ ‘Each instance of employing an unregistered agent
vconstitutesia separate vielation of N:J;S;A.‘4953—56(h)5-and is
».eause'for the impesition ef a civil monetaryrpenalty:pursuant to
N.J.S.A, 49:3-70.1.

| ; FOURTH COUNT

Defeadants Made_Materiaily Ealse and Misleading Statements'ard
Omitted Facts Necessary to Make Statements not Misleading in
Connection with the Offer, Sale or Purchase of Securities in

Violation of N.J.S.A. 49:3-52(b)
(Against Defendants SAS and Braz)

52. ;Plaintiffs repeat the allegatiens set forth in'Paragraphs
1 through351 of this Compiaint as, though set forth fully herein.

53{ - By engaging in the conduct described in this Complaint,
_ befendants Braz and SAS made materiaily false and misieading
'Statements,.ahd omittedlfacts necessary to make statements not

misleading in connection with the offer, sale or purchase of

securities in violation: of N.J.S.A. 49:3-52. Such  conduettv
includes: o ._ ' ' ' U
(1) . failing to disclose in the OC certain debts

“and payment obligations of SAS;

10




(44

(iii)

(iv)

(vi)

(vii)

(viii)

falsely stating in the OC that the executive

'officers of SAS would not receive compensation

until the public offering was complete;

falsely reﬁresenting in the OC that Braz would

work full-time for SAS;

' falseiy'répresenting“in the OC that a Rye, New

York address'was SAS’ business location;

falsely representing in the OC that the shares

beingﬁoffered were freely transferable;

misleéding investors as to the nature of the

facility to be used in SAS’- operations: .

failing to disclose that the SAS stock being

sold was unregistered; and

‘failing to disclose that the agents being

employed to sell SAS stock were unregistered.

54. Each materially false or misleading statement made is a

violation of N,J.S.A. 49:3—52.aﬁd'is cause for the imposition of a

civil monétary penalty pursuant to N.J.S.A. 49:3-70.1.

55. Each omission necessary to make a material statement not

misleading is a violation of N.J.S.A. 49:3—52_éhd is cause for the

imposition of a civil monetary penalty pursuant to N.J.S.A.

49:3-70.1.

FIFTH COUNT

11




Defendants Engaged in Acts, Practices, and a Course of Business
which Operated as a Fraud in Connection with the Offer and Sale
‘of Securities in Violation of N.J.S.A. 49:3-52(c).
(Agaxnst Defendants SAS and Braz)

56. .Plalntlffs repeat the allegatlons set forth in Paragraphs_
i through 58 of this Complalnt as though set forth rurly nere;n
_57; Defendants SAS;and Braz, by engaglng 1n the conduct
described in this Complaintlnengaged in acts, practioes, and a
course of business which operated as a fraud nbonAthe in&estors in
violation of N.J.S. A 49: 3 -52(¢c). Such conduct'inolndes:> o
j(i) falllng to disclose that the 'SAS stock being

sold was unregistered;

(ii) - falllng to disclose that the agents belng

i

i

employed to sell SAS stock were unreglstered;
(1ii) maklng false and mlsleadlng statements to
| lnvestors and potential 1nvestors, and
(iv) omlttlng facts necessary to make statements
not mlsleadlng in connectlon with the offer
and sale of securltles; | |
58. ;Each act, practice; or course of.business which operated
. or would operate as a fraud upon any person is a separate violation
of N.J.S.A. 49:3-52(c) and is-cause for the imposition.of a ci#il
monetary penalty pursuant to N.J.S.A. 49?3—70.1! | o
DEMAND FOR RELIEE

WHEREFORE, Plaintiffs petition this Court for an order:

12
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(£)

Finding that defendahts SAS and Braz engaged in the acts

and practices aileged aboves -

. Finding that such acts and practices constituted

violations of the Securities Law;

Affording eachipurchaser of securities the option of

receiving restitution of losses incurred on disposition

of the securities, plus interest and expenses incident to

effécting the purchase and restitution;

Assessing defenﬁants civil monetary pénalties'for each

violation .of the Securities ‘Law in accordance with

 N.J.S.A. 49:3-70.1;

Réq@iringvdefendants to pay restitution and disgorge all

profits and/orifunds gained through Violationsypf the

Seéurities Law;
Permanently enjoining the defendants from further

violating the Securities Law; and '

'Affording Plainﬁiffs and affected third parties any

additional relief the Court may deem jﬁst and

-equitable.

13




. ) ©  :PETER C. HARVEY
’ : ,ATTORNEY GENERAL OF NEW JERSEY
‘On behalf of Franklin. L. Widmann
- Chief of the New Jersey Bureau
of Securltles

By: W/i:ﬂ—a«

Megan J{J Harris
-Deputy Attorney General

Dated: July /Z- , 2005
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RULE 4:5-1 (b) (2) CERTIFICATION

I certify that Plalntlffs in this matter have not 1n1t1ated
anyv other civil actlon in any court of thls State agalnst
defendants and are not now engaged in any aIDltrathﬂ proee 1rg
agalnst defendants, nor 1is any other civil action or arbltratlon

proceedlng contemplated I certlfy that there is no other party

‘who should be joined in thls action.

PETER C. HARVEY
ATTORNEY GENERAL OF NEW JERSEY

? =
.By: C??%Z{Z

.~ Megan (. Harris

Deputy Attorney General

Dated: July /2—, 2005

St
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DESIGNATION OF TRIAL COUNSEL
PURSUANT TO R. 4:5-1(c)

Deputy Attorney General Megan J. Harris 1is hereby
"designated as trial counsél for this matter.

PETER C. HARVEY |
ATTORNEY GENERAL OF NEW JERSEY

Megan J[Qﬁairis _
Deputy Attorney General

Dated:  July /Z, 2005
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